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SUMMARY

6SULQW
V SURSRVDO WR UHIRUP WKH FRQWULEXWLRQ DQG FROOHFWLRQ SURFHVV IRU IHGHUDO

XQLYHUVDO VHUYLFH PHHWV WKH &RPPLVVLRQ
V JRDOV RI EHLQJ DGDSWDEOH WR FKDQJHV LQ WKH

PDUNHWSODFH� FRPSHWLWLYHO\ QHXWUDO� DQG UHODWLYHO\ VLPSOH WR DGPLQLVWHU� 6SULQW LV WKH RQO\

SDUW\ WKDW VXFFHHGHG LQ GHYHORSLQJ RQH SODQ WKDW EDODQFHG WKHVH WKUHH JRDOV LQ D PDQQHU WKDW

FRQVLGHUHG WKH LQWHUHVWV RI DOO SULPDU\ FRQWULEXWRUV WR XQLYHUVDO VHUYLFH� LQFOXGLQJ FRQVXPHUV�

7KH FRUQHUVWRQHV RI 6SULQW
V SURSRVDO DUH �L� D FROOHFW DQG UHPLW SURFHVV� LQ ZKLFK FDUULHUV ELOO

WKHLU FXVWRPHUV D SUHVFULEHG DPRXQW DQG WKHQ WKH FDUULHUV UHPLW WR WKH IXQG H[DFWO\ ZKDW

WKH\ FROOHFW� �LL� D SHU�OLQH FRQWULEXWLRQ DQG FROOHFWLRQ PHWKRG� DQG �LLL� LQWHUVWDWH DOORFDWRUV

WKDW DUH DSSOLHG WR WKH WRWDO UHYHQXHV RI ,;&V� /(&V DQG &056 WR GHWHUPLQH WKHLU LQWHUVWDWH

UHYHQXHV� (DFK RI WKHVH FRUQHUVWRQHV LV GHVLJQHG WR EH FRPSHWLWLYHO\ QHXWUDO DQG VLPSOH WR

DGPLQLVWHU�

x 7KH FROOHFW DQG UHPLW SURFHVV VROYHV PDQ\ RI WKH SUREOHPV UDLVHG E\ WKH &RPPLVVLRQ LQ

WKH 1350� LQFOXGLQJ WKH PLVPDWFK EHWZHHQ FDUULHU FRQWULEXWLRQ DQG FROOHFWLRQ UDWHV DQG

WKH FRPSHWLWLYH GLVDGYDQWDJHV FDXVHG E\ WKH UHJXODWRU\ ODJ�

x 7KH SHU�OLQH FROOHFWLRQ PHWKRG LV VXSHULRU WR D UHYHQXH�EDVHG DSSURDFK� EHFDXVH LW LV

VLPSOHU WR DGPLQLVWHU DQG FRPSHWLWLYHO\ QHXWUDO� &RQWUDU\ WR SRVLWLRQV WDNHQ E\ VRPH

FRPPHQWHUV� WKH SHU�OLQH DSSURDFK LV HTXLWDEOH DQG ODZIXO�

x 6SULQW
V SURSRVDO WR DSSO\ DQ LQWHUVWDWH DOORFDWRU WR HDFK RI WKH SULPDU\ FDUULHU VHJPHQWV

JUHDWO\ VLPSOLILHV WKH RQHURXV SURFHVV RI LQGLYLGXDOO\ LGHQWLI\LQJ DQG VXEVHTXHQWO\

FRQILUPLQJ LQWHUVWDWH UHYHQXHV� DQG UHVXOWV LQ D XQLIRUP SHU�OLQH FKDUJH DFURVV HQWLUH

PDUNHW VHJPHQWV�



LY

x )LQDOO\� 6SULQW
V SURSRVDO DV D ZKROH LV DGDSWDEOH WR FKDQJHV LQ WKH PDUNHWSODFH� LQFOXGLQJ

WKH DGGLWLRQ RI SURYLGHUV VXFK DV FDEOH WHOHYLVLRQ FRPSDQLHV DQG LQWHUQHW WHOHSKRQ\

SURYLGHUV�
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6SULQW &RUSRUDWLRQ �´6SULQWµ�� RQ EHKDOI RI LWV ORFDO� ORQJ GLVWDQFH DQG ZLUHOHVV

GLYLVLRQV� VXEPLWV LWV 5HSO\ &RPPHQWV WR WKH FRPPHQWV ILOHG RQ -XQH ��� ����� LQ UHVSRQVH

WR WKH 1RWLFH RI 3URSRVHG 5XOHPDNLQJ� UHOHDVHG RQ 0D\ �� ����� DV )&& ������ LQ WKH DERYH

UHIHUHQFHG GRFNHWV ��1350���

,� ,QWURGXFWLRQ�

,Q WKH 1350� WKH &RPPLVVLRQ UHTXHVWHG WKDW SDUWLHV SURSRVH PHWKRGRORJLHV IRU

DVVHVVLQJ DQG UHFRYHULQJ XQLYHUVDO VHUYLFH FRQWULEXWLRQV WKDW DUH �DGDSWDEOH WR FKDQJHV LQ WKH
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PDUNHWSODFH� FRPSHWLWLYHO\ QHXWUDO� DQG UHODWLYHO\ VLPSOH WR DGPLQLVWHU��� :KLOH WKHUH ZDV

FHUWDLQO\ QR XQDQLPLW\ UHJDUGLQJ SURSRVHG UHPHGLHV� WKHUH ZDV D EURDG FRQVHQVXV LQ WKH

FRPPHQWV WKDW WKH FXUUHQW UHJLPH GLG QRW PHHW WKHVH JRDOV DQG LV QRW VXVWDLQDEOH�

,Q WKHVH 5HSO\ &RPPHQWV� 6SULQW ZLOO GHPRQVWUDWH WKDW LWV SURSRVDO GRHV PHHW WKH

&RPPLVVLRQ
V JRDOV� 6SULQW LV WKH RQO\ SDUW\ WKDW VXFFHHGHG LQ GHYHORSLQJ RQH SODQ WKDW

EDODQFHG WKH WKUHH JRDOV RI DGDSWDELOLW\� QHXWUDOLW\ DQG VLPSOLFLW\� WDNLQJ LQWR DFFRXQW WKH

LQWHUHVWV RI WKH SULPDU\ FRQWULEXWRUV WR XQLYHUVDO VHUYLFH� LQFOXGLQJ FRQVXPHUV � WKH XOWLPDWH

VRXUFH RI DOO XQLYHUVDO VHUYLFH VXSSRUW� 7KH FRUQHUVWRQHV RI 6SULQW
V SURSRVDO DUH �L� WKH FROOHFW

DQG UHPLW SURFHVV� LQ ZKLFK FDUULHUV ELOO WKHLU FXVWRPHUV D SUHVFULEHG DPRXQW DQG WKHQ WKH

FDUULHUV UHPLW WR WKH IXQG H[DFWO\ ZKDW WKH\ FROOHFW� �LL� D SHU�OLQH DSSURDFK� LQ ZKLFK FDUULHUV

SD\ LQWR WKH IXQG DQG DVVHVV FXVWRPHUV D XQLIRUP FKDUJH SHU OLQH VHUYHG �IRU ZLUHOLQH

FDUULHUV� RU SHU QXPEHU VHUYHG �IRU &056 SURYLGHUV� UHIHUUHG WR KHUHLQ DV �:LUHOHVV

FDUULHUV��� DQG �LLL� LQWHUVWDWH DOORFDWRUV WKDW DUH DSSOLHG WR WKH WRWDO UHYHQXHV RI ,;&V� /(&V

DQG :LUHOHVV FDUULHUV WR GHWHUPLQH WKHLU LQWHUVWDWH UHYHQXHV� WKXV VLPSOLI\LQJ WKH RQHURXV

WDVN RI VHJUHJDWLQJ LQWHUVWDWH IURP LQWUDVWDWH UHYHQXHV� (DFK RI WKHVH FRUQHUVWRQHV LV

GHVLJQHG WR EH FRPSHWLWLYHO\ QHXWUDO DQG VLPSOH WR DGPLQLVWHU� %HORZ� 6SULQW ZLOO DGGUHVV WKH

DGYDQWDJHV RI HDFK FRUQHUVWRQH LQ UHVSRQVH WR WKH FRPPHQWV ILOHG KHUHLQ� DQG KRZ 6SULQW
V

SURSRVDO DV D ZKROH LV DGDSWDEOH WR FKDQJHV LQ WKH PDUNHWSODFH� )LQDOO\� 6SULQW ZLOO VXSSRUW

FRPPHQWV VXJJHVWLQJ D OLPLW WR WKH QXPEHU RI FKDUDFWHUV RQ WKH ELOO IRU WKH OLQH LWHP

VXUFKDUJH DQG SHUPLWWLQJ :LUHOHVV FDUULHUV WR ILOH D FRQVROLGDWHG UHSRUW FRYHULQJ DOO RI WKHLU

OLFHQVHV�

,,� 6SULQW LV WKH RQO\ FRPPHQWHU ZLWK D SODQ WKDW EDODQFHV DOO LQWHUHVWV�

�
1350 DW ����
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,Q UHIRUPLQJ WKH FRQWULEXWLRQ DQG FROOHFWLRQ SURFHVV IRU WKH IHGHUDO XQLYHUVDO VHUYLFH

IXQG WR PHHW WKH JRDOV RI DGDSWDELOLW\� FRPSHWLWLYH QHXWUDOLW\ DQG VLPSOLFLW\� WKH &RPPLVVLRQ

PXVW EDODQFH WKH LQWHUHVWV RI WKH SULPDU\ FRQWULEXWRUV WR WKH IXQG� WKH SXEOLF DQG WKUHH

FDUULHU VHJPHQWV� ORFDO H[FKDQJH FDUULHUV ��/(&V��� LQWHUH[FKDQJH FDUULHUV ��,;&V�� DQG

:LUHOHVV FDUULHUV� 2I WKH WKUHH JRDOV VHW IRUWK DERYH� WKH PRVW LPSRUWDQW LV WKDW WKH

DVVHVVPHQW DQG UHFRYHU\ SURFHVV EH VLPSOH WR DGPLQLVWHU DQG FRVW�HIILFLHQW� %HFDXVH

FRQVXPHUV XOWLPDWHO\ SD\ XQLYHUVDO VHUYLFH DVVHVVPHQWV DQG WKH FRVWV RI WHOHFRPPXQLFDWLRQV

VHUYLFHV� FRQVXPHUV EHQHILW WKH PRVW IURP 6SULQW
V SURSRVDO WR JUHDWO\ VLPSOLI\ WKH

FRQWULEXWLRQ DQG FROOHFWLRQ SURFHVV DQG PLQLPL]H DGPLQLVWUDWLYH FRVWV� ,Q DGGLWLRQ� DV VHW

IRUWK LQ PRUH GHWDLO LQIUD� 6SULQW
V SURSRVDO DGGUHVVHV FRQFHUQV UDLVHG E\ FRQVXPHU

DGYRFDWHV�

2I WKH GR]HQV RI SDUWLHV ILOLQJ FRPPHQWV� 6SULQW LV WKH RQO\ SDUW\ WKDW SURSRVHG D

SODQ WKDW EDODQFHG WKH LQWHUHVWV RI DOO WKUHH SULPDU\ FRQWULEXWLQJ FDUULHU VHJPHQWV� 6SULQW
V

SODQ QHFHVVDULO\ EDODQFHG WKHVH LQWHUHVWV EHFDXVH 6SULQW KDV EXVLQHVV LQWHUHVWV LQ DOO WKUHH

VHJPHQWV� DQG 6SULQW ILOHG RQH SODQ RQ EHKDOI RI DOO RI WKHVH EXVLQHVV LQWHUHVWV� 2WKHU FDUULHUV

ZLWK PXOWLSOH EXVLQHVV LQWHUHVWV ILOHG PXOWLSOH FRPPHQWV� ZKLFK LQ VRPH FDVHV� FRQIOLFWHG

DPRQJ DIILOLDWHV��

,Q EDODQFLQJ WKH LQWHUHVWV RI WKH FDUULHU VHJPHQWV� 6SULQW
V SURSRVDO FDUHIXOO\ VWHHUV D

FRXUVH WKDW GRHV QRW XQGXO\ IDYRU RU GLVDGYDQWDJH DQ\ RQH JURXS� )RU H[DPSOH� 6SULQW

VHJUHJDWHV WKH :LUHOHVV FDUULHUV IURP WKH ZLUHOLQH FDUULHUV LQ RUGHU WR PDLQWDLQ WKH

SURSRUWLRQDWH VWDWXV TXR EHWZHHQ WKHVH WZR JURXSV LQ XQLYHUVDO VHUYLFH FRQWULEXWLRQV� WKXV

DYRLGLQJ DQ\ UDWH VKRFN WR WKH :LUHOHVV FDUULHUV DQG WKHLU FXVWRPHUV� )XUWKHU� 6SULQW
V

� )RU H[DPSOH� FRPPHQWV ZHUH ILOHG E\ ERWK $7	7 DQG $7	7 :LUHOHVV� E\ 9HUL]RQ DQG
9HUL]RQ :LUHOHVV� DQG E\ 6%&� %HOO6RXWK DQG &LQJXODU� $7	7 SURSRVHG SHU�OLQH
FRQWULEXWLRQV WR WKH IXQG ZKLOH $7	7 :LUHOHVV DGYRFDWHG D UHYHQXH�EDVHG DVVHVVPHQW�
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SURSRVDO WDNHV WKH VXFFHVVIXO VDIH KDUERU PHWKRGRORJ\ XVHG E\ WKH ZLUHOHVV VHFWRU DQG

EURDGHQV LW LQWR LQWHUVWDWH DOORFDWRUV WR EH XVHG E\ HDFK RI WKH WKUHH FDUULHU VHJPHQWV�

,,,� 6SULQW
V &ROOHFW DQG 5HPLW SURFHVV LV FRPSHWLWLYHO\ QHXWUDO DQG HDV\ WR

DGPLQLVWHU�

0DQ\ FRQFHUQV UDLVHG E\ FRPPHQWLQJ SDUWLHV DUH DGGUHVVHG E\ 6SULQW·V SURSRVHG

FROOHFW DQG UHPLW PHWKRGRORJ\� &ROOHFW DQG UHPLW FDOOV IRU FDUULHUV WR DFW SXUHO\ DV FROOHFWLRQ

DJHQWV� FRQWULEXWLQJ WR WKH IXQG H[DFWO\ WKH DPRXQW WKDW WKH\ FROOHFW IURP HQG XVHUV�

&DUULHUV ZRXOG SD\ QHLWKHU PRUH QRU OHVV LQWR WKH IXQG WKDQ WKH\ FROOHFW� QRU ZRXOG FDUULHUV

EH REOLJDWHG WR SD\ LQWR WKH IXQG DQ\ DPRXQW RWKHU WKDQ H[DFWO\ WKH DPRXQW WKH\ FROOHFW�

&ROOHFW DQG UHPLW VROYHV RQH RI WKH PDMRU FRQFHUQV UDLVHG E\ WKH &RPPLVVLRQ LQ WKH 1350�

WKH IDFW WKDW SHUFHQWDJHV DSSOLHG WR FXVWRPHUV· ELOOV GLIIHU IURP WKH &RPPLVVLRQ·V

FRQWULEXWLRQ IDFWRU� 2QH RI WKH SULPDU\ UHDVRQV IRU WKLV GLIIHUHQFH LV QRQ�UHFRYHU\�

UHTXLULQJ FDUULHUV WR FRPSHQVDWH IRU DPRXQWV SDLG LQ WR WKH IXQG WKDW DUH QRW FROOHFWHG IURP

HQG XVHUV� $V $7	7 SRLQWHG RXW� ´%HFDXVH HDFK FDUULHU IDFHV D GLIIHUHQW ULVN RI QRQ�

UHFRYHU\� JRRG IDLWK HIIRUWV WR IDVKLRQ UHFRYHU\ PHFKDQLVPV ZLOO LQHYLWDEO\ UHVXOW LQ OLQH�LWHP

IHHV RI VXEVWDQWLDOO\ YDU\LQJ DPRXQWV«7KH EHVW ZD\ WR UHPRYH WKHVH DQRPDOLHV LV WR«PDNH

WKH IXQG� UDWKHU WKDQ WKH LQGLYLGXDO FDUULHUV� DFFRXQW IRU QRQ�UHFRYHU\�µ� 8QGHU FROOHFW DQG

UHPLW� WKH IXQG LWVHOI LV DFFRXQWDEOH IRU DQ\ SRWHQWLDO QRQ�UHFRYHU\ DQG DQ\ DGMXVWPHQWV WKDW

DUH PDGH WR FRPSHQVDWH IRU QRQ�UHFRYHU\ �RU XQGHU�UHFRYHU\� DUH PDGH DW WKH IXQG OHYHO�

DQG DUH PDGH DFURVV DOO FDUULHUV VR DV WR HQVXUH FRPSHWLWLYH QHXWUDOLW\�

&ROOHFW DQG UHPLW DOVR DGGUHVVHV D SRWHQWLDO IODZ LQ WKH &RPPLVVLRQ·V SURSRVHG UXOH WR

UHTXLUH WKDW WKH SHUFHQWDJH DSSOLHG WR FXVWRPHUV· ELOOV HTXDO WKH FRQWULEXWLRQ IDFWRU� 6XFK D

UXOH ZRXOG OHDYH FDUULHUV ZLWK QR UHFRXUVH WR DGGUHVV WKH SUREOHP RI QRQ�UHFRYHU\ H[FHSW� DV

� $7	7 &RPPHQWV DW ����
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$7	7 FRUUHFWO\ REVHUYHG� WR IRUFH FDUULHUV WR UHFRYHU VRPH SRUWLRQ RI WKHLU FRQWULEXWLRQV

LPSOLFLWO\ WKURXJK UDWHV�� %\ UHPRYLQJ WKH LVVXH RI QRQ�UHFRYHU\ IURP WKH FDUULHU� DV FROOHFW

DQG UHPLW GRHV� FDUULHUV QR ORQJHU KDYH D UHDVRQ WR FKDUJH DPRXQWV WKDW GLIIHU IURP WKH

FRQWULEXWLRQ IDFWRU� 1RU ZRXOG FDUULHUV KDYH D UHDVRQ WR FKDUJH DQ DPRXQW WKDW GLIIHUV

IURP� LQ WKH FDVH RI 6SULQW·V SURSRVDO� D SUHVFULEHG SHU�OLQH FKDUJH�

7KH &RPPLVVLRQ KDV DWWHPSWHG WR GHDO ZLWK RQH DVSHFW RI WKH QRQ�UHFRYHU\ SUREOHP

E\ SURSRVLQJ WKDW DVVHVVPHQWV EH EDVHG RQ FROOHFWHG UHYHQXHV� UDWKHU WKDQ ELOOHG UHYHQXHV�

,Q FRPPHQWV� VHYHUDO FDUULHUV VXSSRUWHG WKLV DSSURDFK� LQFOXGLQJ 6%&� ZKLFK VWDWHG WKDW

XVLQJ FROOHFWHG UHYHQXHV KHOSV FDUULHUV DYRLG WKH QHHG WR PDNH DGMXVWPHQWV WR WKHLU UHFRYHU\

PHFKDQLVP WR DYRLG XQGHU�UHFRYHULQJ�� 8QIRUWXQDWHO\� FKDQJLQJ WKH DVVHVVPHQW EDVH WR

FROOHFWHG UHYHQXHV RQO\ UHVROYHV RQH DVSHFW RI WKH QRQ�UHFRYHU\ GLOHPPD� 1RQ�UHFRYHU\ LV D

IXQFWLRQ RI WZR WKLQJV� �� 8VLQJ ELOOHG UHYHQXHV� UDWKHU WKDQ FROOHFWHG UHYHQXHV� DV D EDVH�

DQG �� WKH UHJXODWRU\ ODJ WKDW KDV VRPH FDUULHUV· REOLJDWLRQV DVVHVVHG RQ ODUJHU UHYHQXHV WKDQ

WKH\ FXUUHQWO\ UHFHLYH� 6SULQW·V SURSRVHG FROOHFW DQG UHPLW PHWKRGRORJ\ DGGUHVVHV ERWK

WKHVH LVVXHV�

8QGHU 6SULQW·V SODQ� FDUULHUV FROOHFW D SHU�OLQH IHH �RU D SHU�QXPEHU IHH� LQ WKH FDVH RI

:LUHOHVV FDUULHUV� DQG UHPLW H[DFWO\ WKLV DPRXQW WR WKH IXQG� 7KH IHH GRHV QRW YDU\ DFURVV

FDUULHUV ZLWKLQ DQ LQGXVWU\� )RU H[DPSOH� DOO ZLUHOHVV SURYLGHUV FROOHFW DQG UHPLW WKH VDPH

SHU OLQH IHH IURP HDFK QXPEHU� VR WKH IHH LV FRPSHWLWLYHO\ QHXWUDO� %XW EH\RQG FRPSHWLWLYH

QHXWUDOLW\� WKH ´HTXDO IHH SHU OLQHµ DSSURDFK HOLPLQDWHV WKH WLPLQJ SUREOHP FDXVHG E\ DQ\

W\SH RI ODJ� 7R VHH ZK\ WKLV LV VR� LW LV LPSRUWDQW WR XQGHUVWDQG WKDW HDFK FDUULHU FROOHFWV DQG

UHPLWV IURP HDFK OLQH �QXPEHU� LW FXUUHQWO\ VHUYHV� )RU ZLUHOLQH FDUULHUV DV DQ LQGXVWU\� WKH

RYHUDOO JURZWK RI VZLWFKHG OLQHV KDV KLVWRULFDOO\ EHHQ SRVLWLYH� )RU ZLUHOHVV FDUULHUV� WKH

�
,G� DW ����
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RYHUDOO JURZWK RI QXPEHUV LV FOHDUO\ SRVLWLYH� +HQFH� DW WKLV WLPH XQGHU�UHFRYHU\ LV

H[WUHPHO\ XQOLNHO\ EHFDXVH WKH WRWDO QXPEHU RI OLQHV�QXPEHUV IURP ZKLFK WKH IXQG LV

UHFRYHUHG LV RQO\ LQFUHDVLQJ� )RU H[DPSOH� DVVXPH WKH WRWDO UHFRYHU\ RI WKH IXQG LV LQLWLDOO\

DOORFDWHG RYHU ´;µ PLOOLRQ OLQHV RQ D SHU OLQH EDVLV� 7ZR PRQWKV ODWHU OLQHV KDYH JURZQ E\

DPRXQW ´H�µ DQG VR WKH SHU�OLQH FKDUJH LV EHLQJ UHFRYHUHG IURP ´; � Hµ PLOOLRQ OLQHV�

%HFDXVH ´Hµ LV SRVLWLYH� RU DW ZRUVW� ]HUR� WKH IXQG FDQ RQO\ EUHDN HYHQ RU GHYHORS D VXUSOXV�

$Q\ VXUSOXV FDQ WKHQ EH XVHG WR DGMXVW �UHGXFH� IXWXUH SHU�OLQH FKDUJHV� LQ DQ HTXLWDEOH

PDQQHU DFURVV DOO FDUULHUV��

)XUWKHUPRUH� EHFDXVH HDFK OLQH �RU QXPEHU� SURYLGHV WKH VDPH FRQWULEXWLRQ WR WKH

IXQG� JDLQV RU ORVVHV H[SHULHQFHG E\ LQGLYLGXDO FDUULHUV KDYH QR HIIHFW RQ WKH FRQWULEXWLRQV

IORZLQJ LQWR WKH IXQG EHFDXVH WKH\ DUH RIIVHW E\ WKH FKDQJHV WR RWKHU FDUULHUV� ,I� RYHU WKH

FRXUVH RI WKLV WZR�PRQWK H[DPSOH� ,/(& $ KDV ORVW ����� OLQHV WR &/(& %� WKHQ ,/(& $ LV

SD\LQJ OHVV LQWR WKH IXQG RQ WKH VHFRQG PRQWK� DQG &/(& % LV SD\LQJ PRUH� %XW WKHUH

ZRXOG EH QR VKRUWIDOO� QRU ZRXOG ,/(& $ QHHG WR FRQWULEXWH EDVHG RQ OLQHV �FXVWRPHUV� LW

QR ORQJHU VHUYHV�

7KHUHIRUH� FROOHFW DQG UHPLW VLPXOWDQHRXVO\ DGGUHVVHV WKH LVVXHV RI QRQ�UHFRYHU\ DQG

UHJXODWRU\ ODJ� ,W HOLPLQDWHV WKH LQFHQWLYH DQG WKH QHHG IRU DQ\ FDUULHU WR VKDSH RU PDQLSXODWH

HQG XVHU FKDUJHV LQ DQ\ ZD\� &ROOHFW DQG UHPLW� FRPELQHG ZLWK DQ HTXLYDOHQW SHU�OLQH �RU

SHU�QXPEHU� FKDUJH DFURVV DOO LQGXVWU\ SURYLGHUV� UHGXFHV XQFHUWDLQW\ ZLWK UHJDUG WR IXQGLQJ

OHYHOV� ,W LV DGPLQLVWUDWLYHO\ VLPSOH DQG HQVXUHV FRPSHWLWLYH QHXWUDOLW\�

� 6%& &RPPHQWV DW ����
� $OWKRXJK LW LV SRVVLEOH WKDW VRPH /(&V PLJKW DFWXDOO\ H[SHULHQFH QHJDWLYH DFFHVV OLQH
JURZWK� WKH IDFW LV WKDW VZLWFKHG OLQHV FRQWLQXH WR JURZ LQ WRWDO� ZKLOH JURZWK LQ WKH QXPEHU
RI ZLUHOHVV FXVWRPHUV LV REYLRXVO\ UREXVW� $OVR� LI IRU VRPH UHDVRQ 86$& RSSRVHG
PDLQWDLQLQJ D VXUSOXV IRU WKH IXQG� D JURZWK IDFWRU FRXOG HDVLO\ EH LQFRUSRUDWHG LQWR WKH OLQH
FRXQWV WR PLQLPL]H DQ\ GLVSDULW\�



�

,9� 6SULQW
V SHU�OLQH FRQWULEXWLRQ PHWKRG LV VXSHULRU WR D UHYHQXH�EDVHG DSSURDFK

LQ DFKLHYLQJ DGPLQLVWUDWLYH VLPSOLFLW\ DQG FRPSHWLWLYH QHXWUDOLW\�

7KH FUXFLDO IRUN LQ WKH URDG IRU PRVW FRPPHQWV ZDV ZKHWKHU WR EDVH XQLYHUVDO

VHUYLFH DVVHVVPHQWV RQ UHYHQXHV RU OLQHV� 6SULQW
V SHU�OLQH SURSRVDO LV WKH HDVLHU URDG RQ

ZKLFK WR WUDYHO� DYRLGLQJ WKH FRQWHQWLRXV DUJXPHQWV UDJLQJ RYHU UHYHQXH�EDVHG DVVHVVPHQWV�

7KH UHYHQXH�EDVHG FRPPHQWHUV DUH WDQJOHG LQ GLVSXWHV RYHU ZKHWKHU WR XVH ELOOHG UHYHQXHV

YHUVXV FROOHFWHG UHYHQXHV� DQG ZKHWKHU UHYHQXHV VKRXOG EH KLVWRULFDO� FXUUHQW RU SURMHFWHG��

7KH PDLQ LVVXH LQ WKH �ELOOHG YHUVXV FROOHFWHG� GLVSXWH LV ZKR EHDUV WKH FRVW RI XQFROOHFWLEOH

UHYHQXHV� 7KH PDLQ LVVXH LQ WKH �KLVWRULF� FXUUHQW RU SURMHFWHG� GLVSXWH LV KRZ WR GHDO ZLWK

WKH UHJXODWRU\ ODJ EHWZHHQ FDOFXODWLRQ RI WKH FRQWULEXWLRQ IDFWRU DQG FROOHFWLRQ IURP HQG

XVHUV� 6SULQW
V SHU�OLQH SODQ VWHHUV FOHDU RI WKHVH GLVSXWHV� $V VWDWHG DERYH� XQGHU 6SULQW
V

SODQ LW QR ORQJHU PDWWHUV ZKHWKHU UHYHQXHV DUH FROOHFWHG RU ELOOHG� EHFDXVH FDUULHUV DVVHVV WKH

VDPH DPRXQW SHU OLQH DQG UHPLW H[DFWO\ ZKDW WKH\ FROOHFW� )XUWKHU� 6SULQW
V SODQ FDQ XVH

FRQYHQLHQWO\ DYDLODEOH KLVWRULFDO GDWD� EHFDXVH 86$& ZLOO VLPSO\ PDNH DQ\ QHFHVVDU\ RQJRLQJ

DGMXVWPHQWV WR WKH SHU�OLQH DVVHVVPHQW�

,Q FRPSDULVRQ WR WKH UHYHQXH�EDVHG GLVSXWHV� WKH RQO\ LVVXHV UDLVHG E\ WKH SHU�OLQH

PHWKRG DUH �L� KRZ WR FRXQW KLJK FDSDFLW\ FLUFXLWV WKDW FRQWDLQ PXOWLSOH YRLFH FKDQQHOV� DQG

�LL� KRZ WR FRXQW ,;& OLQHV� ZKLFK DUH WKH VDPH OLQHV DV WKH /(&
V� 7KH ILUVW LVVXH FDQ EH

UHVROYHG E\ D SUR[\ IRU WKH PXOWL�OLQH FXVWRPHU� VLPLODU WR WKDW XVHG ZLWK ORFDO QXPEHU

SRUWDELOLW\�� 7KH VHFRQG LVVXH FDQ EH UHVROYHG E\ SHUPLWWLQJ WKH /(&� ZKR KDV WKH SK\VLFDO

� $V GLVFXVVHG LQIUD LQ 6HFWLRQV 9,,, DQG ,;� 6SULQW
V SURSRVDO DOVR HOLPLQDWHV GLVSXWHV
UHJDUGLQJ DOORFDWLRQ RI UHYHQXHV GHULYHG IURP EXQGOHG VHUYLFH RIIHULQJV�
�
6HH �� &)5 ������� )RU H[DPSOH� RQH 3%; WUXQN UHFHLYHV QLQH PRQWKO\ /13 FKDUJHV�

ZKLOH D 35, ,6'1 OLQH UHFHLYHV ILYH PRQWKO\ /13 FKDUJHV� +RZHYHU� 6SULQW QRWHV WKDW DQ\
VXFK SUR[\ PHFKDQLVP PXVW QRW FRQIOLFW ZLWK WKH HIILFLHQFLHV JDLQHG E\ XVLQJ WKH /(& DV
WKH VROH ZLUHOLQH FROOHFWLRQ FKDQQHO�



�

FRQQHFWLRQ WR WKH HQG XVHU� WR FROOHFW WKH HQWLUH ZLUHOLQH SRUWLRQ RQ EHKDOI RI LWVHOI DQG WKH

,;&��

7KH UHYHQXH�EDVHG FRPPHQWHUV DWWDFN WKH OLQH�EDVHG DGYRFDWHV E\ YDJXHO\ DVNLQJ

KRZ WR GHILQH D �OLQH���� 7KH $G +RF 7HOHFRPPXQLFDWLRQV 8VHUV &RPPLWWHH GHIWO\

DQWLFLSDWHG WKLV LVVXH E\ FRXQWLQJ HDFK OLQH DVVHVVHG D VXEVFULEHU OLQH FKDUJH ��6/&�� IRU

ZLUHOLQH XVHUV� DQG HDFK QXPEHU DVVRFLDWHG ZLWK D KDQGVHW IRU ZLUHOHVV XVHUV��� /LQHV WKDW DUH

DVVHVVHG 6/&V DQG QXPEHUV DVVRFLDWHG ZLWK DFWLYDWHG ZLUHOHVV KDQGVHWV DUH IDPLOLDU� VWDQGDUG

PHDVXUHV LQ WKH LQGXVWU\���

9� 7KH 3HU�/LQH FROOHFWLRQ PHWKRG LV HTXLWDEOH�

7KH SHU�OLQH FKDUJH LV DQ HTXLWDEOH PHWKRG IRU FDUULHUV WR UHFRYHU WKH FRVW RI

XQLYHUVDO VHUYLFH IURP HQG XVHUV� 7KRVH RSSRVHG WR D SHU�OLQH DSSURDFK PDLQWDLQ WKDW VXFK

DQ DSSURDFK LV �UHJUHVVLYH�� EHFDXVH LW DSSOLHV DQ HTXDO DVVHVVPHQW WR HDFK HQG XVHU OLQH

UHJDUGOHVV RI WKH HQG XVHU
V QHWZRUN XVDJH��� 7KLV DUJXPHQW LV D UHG KHUULQJ� )LUVW� D SHU�OLQH

FKDUJH LV QRW UHJUHVVLYH� EXW HTXLWDEOH� 8QLYHUVDO VHUYLFH EHQHILWV HDFK FRQQHFWLRQ WR WKH

QHWZRUN� WKXV� D SDUW\ ZKR KDV PRUH FRQQHFWLRQV �L�H�� OLQHV� SD\V PRUH XQLYHUVDO VHUYLFH

FKDUJHV� 6HFRQG� DV GLVFXVVHG LQ 6SULQW
V FRPPHQWV� UHYHQXHV PD\ QRW QHFHVVDULO\ FRUUHODWH

WR XVDJH� $ SDUW\ PD\ H[SHULHQFH UHODWLYHO\ PRUH QHWZRUN XVDJH EXW� EDVHG RQ D SDUWLFXODU

FDOOLQJ SODQ� PD\ SURGXFH OHVV LQWHUVWDWH UHYHQXH VXEMHFW WR IXQGLQJ DVVHVVPHQWV� �� )LQDOO\�

6SULQW FDOFXODWHV WKDW WKH SHU�OLQH DVVHVVPHQW IRU ZLUHOLQHV ZLOO LQLWLDOO\ EH OHVV WKDQ RQH GROODU

SHU PRQWK� D UHODWLYHO\ VPDOO DPRXQW WKDW FDQQRW VHULRXVO\ EH FRQVLGHUHG FDXVH IRU FRQFHUQ�

� 7KLV SURSRVDO LV VXSSRUWHG E\ :RUOG&RP� DV GLVFXVVHG LQ PRUH GHWDLO LQIUD�
�� 6%& &RPPHQWV DW ������ %HOO6RXWK &RPPHQWV DW ��
�� $G +RF &RPPHQWV DW ���
�� )RU H[DPSOH� UHJXODWRU\ DVVHVVPHQW IHHV IRU FHUWDLQ ZLUHOHVV FDUULHUV DUH EDVHG RQ WKH
QXPEHU RI ZLUHOHVV KDQGVHWV�
�� 867$ &RPPHQWV DW ���� $PHULFDQ 3XEOLF &RPPXQLFDWLRQV &RXQFLO &RPPHQWV DW ����
�� 6SULQW &RPPHQWV DW ����



�

)XUWKHU� 6SULQW
V HTXLWDEOH SURSRVDO DQVZHUV WKH FRQFHUQV RI FRQVXPHU DGYRFDWHV

UHJDUGLQJ FXVWRPHU VXUFKDUJHV� &RQVXPHU DGYRFDWHV RSSRVH DQ\ FXVWRPHU VXUFKDUJH DV

PLVOHDGLQJ DQG GHFHSWLYH��� 7KHVH FRQVXPHU DGYRFDWHV EHOLHYH WKDW FDUULHUV VKRXOG DEVRUE

XQLYHUVDO VHUYLFH FRVWV DV D FRVW RI GRLQJ EXVLQHVV� )LUVW� LW LV PLVOHDGLQJ WR KLGH WKHVH FRVWV

LQ YDULRXV VHUYLFH UDWHV� (FRQRPLF WKHRU\ GLFWDWHV WKDW LQ WKLV FDVH VXFK FRVWV ZLOO EH

UHFRYHUHG IURP WKRVH FXVWRPHUV DQG LQ WKRVH VHUYLFHV OHDVW VXVFHSWLEOH WR FRPSHWLWLRQ�

6HFRQG� XQLYHUVDO VHUYLFH FRVWV GLIIHU IURP RWKHU FRVWV RI GRLQJ EXVLQHVV EHFDXVH XQLYHUVDO

VHUYLFH FRVWV FDQQRW EH FRPSHWHG DZD\ WKURXJK JUHDWHU HIILFLHQF\� 1R PDWWHU KRZ HIILFLHQW

D FDUULHU PD\ EH� LWV XQLYHUVDO VHUYLFH REOLJDWLRQ ZLOO QRW FKDQJH�

8QGHU 6SULQW
V SODQ� QR FDUULHU ZRXOG HLWKHU RYHU RU XQGHUUHFRYHU� $OO FXVWRPHU

JURXSV ZRXOG EH WUHDWHG WKH VDPH��� 7KH IODW SHU�OLQH FKDUJH LV YHU\ FOHDU DQG HDV\ WR

XQGHUVWDQG��� $V RSSRVHG WR KLGLQJ WKH FKDUJH ZLWKLQ WKH SULFH IRU D VHUYLFH� WKH SHU�OLQH

FKDUJH WHOOV FXVWRPHUV H[DFWO\ ZKDW WKH\ DUH SD\LQJ IRU IHGHUDO XQLYHUVDO VHUYLFH� 3OXV�

6SULQW
V SURSRVDO IRU XQLIRUP DVVHVVPHQWV DFURVV DQ HQWLUH LQGXVWU\ VHJPHQW FRPSHWLWLYHO\

QHXWUDOL]HV WKH XQLYHUVDO VHUYLFH FKDUJH� DOORZLQJ FXVWRPHUV WR MXGJH FDUULHU RIIHULQJV

FRPSOHWHO\ RQ WKH TXDOLW\ RI WKH WHOHFRPPXQLFDWLRQV VHUYLFH EHLQJ SURYLGHG� QRW RQ D

FDUULHU
V UHJXODWRU\ VWUDWHJ\�

9,� 7KH 3HU�/LQH FKDUJH FRPSOLHV ZLWK FRXUW GHFLVLRQV UHTXLULQJ VXSSRUW WR EH

H[SOLFLW DQG GHULYHG IURP LQWHUVWDWH UHYHQXHV�

�� 1DW
O $VVQ� 2I 6WDWH 8WLOLW\ &RQVXPHU $GYRFDWHV ��1$68&$�� &RPPHQWV DW ���� 7H[DV
2IILFH RI 3XEOLF 8WLOLW\ &RXQVHO ��7H[DV 23&�� &RPPHQWV DW ����
�� /DUJH EXVLQHVV XVHUV ZRXOG SD\ WKHLU IDLU VKDUH RI WKH FRVWV RI XQLYHUVDO VHUYLFH EDVHG RQ
WKH SUR[LHV GHYHORSHG IRU WKH VHUYLFHV WKH\ XVH� DV GLVFXVVHG DERYH�
�� )ODW FKDUJHV DUH� LQ IDFW� WKH SUHIHUUHG SULFLQJ SUDFWLFH LQ WKH PDUNHW WRGD\³ZLWQHVV WKH
LQWHUQHW LQGXVWU\ ZKLFK LQLWLDOO\ FKDUJHG E\ WKH PLQXWH EXW XOWLPDWHO\ UHMHFWHG WKDW LGHD�
SURYLGLQJ XQOLPLWHG XVDJH IRU D IODW IHH� 6HH DOVR :LUHOHVV FDUULHUV� ZKLFK XVH IODW IHH
´EXFNHWV�µ DQG WKH ORQJ GLVWDQFH LQGXVWU\� ZKLFK FRQWLQXHV WR PRYH WRZDUG IODW IHH



��

7KH SHU�OLQH FKDUJH DVVHVVHG WR HQG XVHUV IXOILOOV WKH PDQGDWH RI WKH )LIWK &LUFXLW

&RXUW RI $SSHDOV WKDW XQLYHUVDO VHUYLFH VXSSRUW EH H[SOLFLW��� 7KH )LIWK &LUFXLW KDV QRZ

WZLFH SURKLELWHG FDUULHUV IURP UHFRYHULQJ WKH FRVW RI XQLYHUVDO VHUYLFH WKURXJK DFFHVV

FKDUJHV��� 7KHUHIRUH� 1(&$
V VXJJHVWLRQ WR DJDLQ DOORZ /(&V WR WU\ WR REWDLQ FRVW UHFRYHU\

WKURXJK DFFHVV FKDUJHV LV� DW EHVW� PLVSODFHG��� /LNHZLVH� WKH LQWHUHVWV RI IXOO GLVFORVXUH

UHTXLUH WKDW FRQVXPHUV NQRZ ZKDW WKH\ DUH EHLQJ FKDUJHG IRU XQLYHUVDO VHUYLFH� 5DWKHU WKDQ

EXU\ WKLV FKDUJH ZLWKLQ WKH FRVW RI VHUYLFH� DV VXJJHVWHG E\ FRQVXPHU DGYRFDWHV� RU ODXQGHU LW

WKURXJK DFFHVV FKDUJHV� DV VXJJHVWHG E\ 1(&$� WKH EHWWHU SUDFWLFH LV WR H[SOLFLWO\ GLVFORVH

XQLYHUVDO VHUYLFH VXSSRUW DV D OLQH LWHP VXUFKDUJH RQ FXVWRPHU ELOOV�

6SULQW
V SURSRVDO WR DVVHVV SHU�OLQH FKDUJHV GRHV QRW LPSURSHUO\ LPSRVH D FKDUJH RQ

LQWUDVWDWH VHUYLFHV� 6RPH FRPPHQWHUV DUJXH WKDW D SHU�OLQH FKDUJH� HVSHFLDOO\ RQ /(& ELOOV�

LPSURSHUO\ UHFRYHUV SD\PHQW IURP LQWUDVWDWH UHYHQXHV��� 7KHVH FRPPHQWHUV VXSSRUW WKHLU

SRVLWLRQ E\ FLWLQJ WKH 7238& GHFLVLRQ� ZKHUHLQ WKH )LIWK &LUFXLW UXOHG WKDW WKH &RPPLVVLRQ

FRXOG QRW DVVHVV IHGHUDO XQLYHUVDO VHUYLFH FRQWULEXWLRQV RQ FDUULHUV
 FRPELQHG LQWHUVWDWH DQG

LQWUDVWDWH UHYHQXHV��� 7KH 7238& &RXUW ZDV FRQFHUQHG WKDW WKH &RPPLVVLRQ ZRXOG XVH D

FDUULHU
V WRWDO UHYHQXHV� LQFOXGLQJ LQWUDVWDWH UHYHQXHV� LQ RUGHU WR HVWDEOLVK WKDW FDUULHU
V VKDUH

RI IHGHUDO XQLYHUVDO VHUYLFH IXQGLQJ� 7KH &RXUW VDZ WKLV DV DQ LPSURSHU HQFURDFKPHQW RQ

LQWUDVWDWH PDWWHUV� 6SULQW
V SURSRVDO DYRLGV D FKDUJH RQ LQWUDVWDWH UHYHQXHV E\ ILUVW DSSO\LQJ

DQ LQWHUVWDWH DOORFDWRU WR DQ HQWLUH FDUULHU VHJPHQW
V HQG XVHU WHOHFRPPXQLFDWLRQ UHYHQXHV WR

´EXFNHWV�µ $OVR� ZLWK UHVSHFW WR ORFDO UDWHV� PHDVXUHG XVDJH LV WKH YHU\ UDUH H[FHSWLRQ DQG
HYHQ ZKHQ RIIHUHG KDV H[SHULHQFHG D ORZ WDNH UDWH�
�� 7H[DV 2IILFH RI 3XEOLF 8WLOLW\ &RXQVHO Y� )&&� ��� )��G ���� ��� ��WK &LU� ����� ��7238&���
��
6HH 7238& DQG &RPVDW &RUS� Y� )&&� &DVH 1R� �������� ��WK &LU� GHFLGHG 0D\ �� ������

�� 1(&$ &RPPHQWV DW �����
�� 9HUL]RQ &RPPHQWV DW ���� 867$ &RPPHQWV DW ���� ,W LV ZRUWK QRWLQJ WKDW 9HUL]RQ� D
867$ PHPEHU� FXUUHQWO\ UHFRYHUV LWV 86) FRQWULEXWLRQ RQ D SHU OLQH EDVLV� ZLWKRXW UHJDUG WR
D FXVWRPHU
V PL[ RI LQWHUVWDWH DQG LQWUDVWDWH UHYHQXHV�
��
7238&� ��� )��G DW ��������
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GHWHUPLQH WKDW VHJPHQW
V LQWHUVWDWH UHYHQXHV� 7KXV� RQO\ LQWHUVWDWH UHYHQXHV DUH FRQVLGHUHG

LQ GHWHUPLQLQJ HDFK FDUULHU
V VKDUH RI WKH LQWHUVWDWH IXQG� LQ IXOO FRPSOLDQFH ZLWK WKH 7238&

GHFLVLRQ�

&ULWLFV PD\ FRPSODLQ WKDW D SHU�OLQH FKDUJH XQGXO\ EXUGHQV D FXVWRPHU ZKR KDG QR

LQWHUVWDWH FDOOLQJ DQG JHQHUDWHG QR LQWHUVWDWH UHYHQXH� 6SLQW
V UHSO\ LV WKDW WKLV SHU OLQH

DVVHVVPHQW LV QR GLIIHUHQW WKDQ WKH IHGHUDOO\ PDQGDWHG 6/&� ZKLFK LV GHVLJQHG WR UHFRYHU WKH

LQWHUVWDWH SRUWLRQ RI WKH ORRS� 0RUHRYHU� WKLV FRPSODLQW LJQRUHV WKH LQVWDQFHV ZKHUH

FXVWRPHUV KDYH ´LQWHUVWDWHµ XVDJH� EXW JHQHUDWH QR ´LQWHUVWDWHµ ELOO� VXFK DV ZKHQ WKH

FXVWRPHU SODFHV D WROO IUHH FDOO RU UHFHLYHV D FDOO RULJLQDWHG LQ DQRWKHU VWDWH�

9,,� 5HTXLULQJ WKH /(&V WR PDNH IXQG SD\PHQWV RQ EHKDOI RI DOO ZLUHOLQH FDUULHUV

LV WKH PRVW DGPLQLVWUDWLYHO\ VLPSOH DQG HIILFLHQW PDQQHU RI SURFHVVLQJ WKHVH

SD\PHQWV� DQG LV FRPSHWLWLYHO\ QHXWUDO�

6SULQW DJUHHV ZLWK :RUOG&RP WKDW WKH FDUULHU ZKR LV SK\VLFDOO\ FRQQHFWHG WR WKH

ZLUHOLQH FXVWRPHU FDQ PRVW HIILFLHQWO\ FROOHFW DQG FRQWULEXWH XQLYHUVDO VHUYLFH IXQGLQJ� 2I

QHFHVVLW\� WKLV ZLOO EH WKH /(&��� 7KLV LV WKH FRUUHFW UHVXOW� HYHQ WKRXJK WKH /(&V ZLOO HQG

XS SURFHVVLQJ WKH HQWLUH ZLUHOLQH VKDUH RI XQLYHUVDO VHUYLFH� %HFDXVH XQLYHUVDO VHUYLFH

FRQWULEXWLRQV DUH UHFRYHUHG IURP FRQVXPHUV� LW LV SDUDPRXQW WKDW WKH IXQG EH DGPLQLVWHUHG

DV HIILFLHQWO\ DV SRVVLEOH ZKLOH PDLQWDLQLQJ FRPSHWLWLYH QHXWUDOLW\�

6RPH SDUWLHV PD\ TXHVWLRQ ZKHWKHU FROOHFWLRQ DQG SD\PHQW E\ WKH /(& FRPSOLHV

ZLWK VHFWLRQV ����E���� DQG ����G� RI WKH &RPPXQLFDWLRQV $FW RI ����� DV DPHQGHG �WKH

�$FW��� ZKLFK UHTXLUH FDUULHUV WR FRQWULEXWH WR WKH SUHVHUYDWLRQ DQG DGYDQFHPHQW RI

XQLYHUVDO VHUYLFH LQ DQ HTXLWDEOH DQG QRQGLVFULPLQDWRU\ PDQQHU��� 7KLV FRQFHUQ LV

XQIRXQGHG� 8QGHU 6SULQW
V SURSRVDO� ZKHQ D ZLUHOLQH FXVWRPHU SD\V WKH XQLYHUVDO VHUYLFH

�� :RUOG&RP &RPPHQWV DW ������



��

FKDUJH� DQG VXFK SD\PHQW LV IRUZDUGHG WR 86$& E\ WKH FROOHFWLQJ ZLUHOLQH FDUULHU �/(&�

XQGHU WKH FROOHFW DQG UHPLW SURFHVV GLVFXVVHG VXSUD� WKH /(& DQG ,;& WKDW MRLQWO\ SURYLGH

WKH FXVWRPHU
V ZLUHOLQH VHUYLFH KDYH HIIHFWLYHO\ PDGH DQ HTXLWDEOH FRQWULEXWLRQ WR WKH IXQG�

7KH /(& FRQWULEXWLRQ RI WKLV XQLYHUVDO VHUYLFH FKDUJH WR WKH IXQG LV DOVR QRQGLVFULPLQDWRU\�

EHFDXVH LW GRHV QRW GLVDGYDQWDJH WKH FROOHFWLQJ SDUW\ FRPSHWLWLYHO\� ,I /(&V VHUYH DV WKH

FROOHFWLQJ SDUWLHV WKHUH ZRXOG EH QR EHQHILW WR D FXVWRPHU IURP VZLWFKLQJ /(&V VLQFH WKH

DVVHVVPHQW ZRXOG UHPDLQ UHJDUGOHVV RI ZKDW /(& VHUYHG WKH HQG�XVHU� �� 7KLV LV HIIHFWLYHO\

FRPSHWLWLYH QHXWUDOLW\� )LQDOO\� WKH FXVWRPHU KDV SDLG WKH FRUUHFW SHU�OLQH DPRXQW� DQG KDV

EHQHILWHG E\ RQO\ KDYLQJ WR SD\ LW RQFH� LQVWHDG RI RQFH WR WKH FXVWRPHU
V /(& DQG RQFH WR

DQ ,;&�

9,,,� 7KH LQWHUVWDWH DOORFDWRU SURFHVV LV VLPSOH WR DGPLQLVWHU DQG FRPSHWLWLYHO\

QHXWUDO�

$V GLVFXVVHG LQ 6SULQW
V &RPPHQWV� WKH PRVW RQHURXV DVSHFW RI XQLYHUVDO VHUYLFH

DGPLQLVWUDWLRQ LV WKH HIIRUW QHHGHG WR VHJUHJDWH LQWHUVWDWH DQG LQWUDVWDWH UHYHQXHV��� 6SULQW
V

SURSRVDO WR XVH LQWHUVWDWH DOORFDWRUV WR FDOFXODWH LQWHUVWDWH UHYHQXHV JUHDWO\ VLPSOLILHV WKLV

DGPLQLVWUDWLYH EXUGHQ� ,Q DGGLWLRQ� VLQFH WKH DOORFDWRUV DSSO\ HTXDOO\ DFURVV DQ HQWLUH PDUNHW

VHJPHQW� WKLV SURSRVDO LV FRPSHWLWLYHO\ QHXWUDO�

$� 7KH LQWHUVWDWH DOORFDWRU IRU :LUHOHVV FDUULHUV VKRXOG QRW FKDQJH�

:LUHOHVV FDUULHUV DUH FXUUHQWO\ DOORZHG WR GHWHUPLQH WKHLU LQWHUVWDWH UHYHQXHV E\

DSSO\LQJ DQ LQWHUVWDWH DOORFDWRU �L�H�� D VDIH KDUERU SHUFHQWDJH� WR WKHLU WRWDO

WHOHFRPPXQLFDWLRQV UHYHQXHV��� 7KH &RPPLVVLRQ DSSURYHG WKLV DOORFDWRU EHFDXVH RI WKH

�� �� 8�6�&� �����E���� DQG �G��
�� 6HH 6SULQW &RPPHQWV DW �� :RUOG&RP &RPPHQWV DW ������
�� 6SULQW &RPPHQWV DW ��
�� )HGHUDO�6WDWH -RLQW %RDUG RQ 8QLYHUVDO 6HUYLFH� && 'RFNHW 1R� ������ 0HPRUDQGXP 2SLQLRQ
DQG 2UGHU DQG )XUWKHU 1RWLFH RI 3URSRVHG 5XOHPDNLQJ� �� )&& 5FG ����� ������ ��:LUHOHVV
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JUHDW GLIILFXOW\ :LUHOHVV FDUULHUV H[SHULHQFH LQ LVRODWLQJ LQWHUVWDWH IURP LQWUDVWDWH UHYHQXHV�

7KH FRPPHQWV LQ WKLV GRFNHW LQGLFDWH ZLGHVSUHDG VXSSRUW IRU WKH FRQWLQXHG XVH RI WKH

ZLUHOHVV DOORFDWRU EHFDXVH LW LV VWLOO LQIHDVLEOH IRU :LUHOHVV FDUULHUV WR VHJUHJDWH LQWHUVWDWH

UHYHQXHV���

,Q WKH DEVHQFH RI DQ\ HYLGHQFH WR WKH FRQWUDU\� WKH ZLUHOHVV LQWHUVWDWH DOORFDWRU

VKRXOG UHPDLQ DW WKH ��� OHYHO VHW LQ WKH :LUHOHVV 6DIH +DUERU 2UGHU� $OWKRXJK VRPH

FRPPHQWHUV ZRXOG OLNH WR LQFUHDVH WKH DOORFDWRU� QRQH SURYLGHG DQ\ HYLGHQFH WKDW ZLUHOHVV

LQWHUVWDWH UHYHQXHV DUH JUHDWHU WKDQ ��� RI WRWDO ZLUHOHVV WHOHFRPPXQLFDWLRQ UHYHQXHV���

1XPHURXV :LUHOHVV FDUULHUV YRLFHG VXSSRUW IRU PDLQWDLQLQJ WKH FXUUHQW DOORFDWRU���

0RUHRYHU� FXUUHQW ZLUHOHVV SULFLQJ SODQV SURYLGH QR HYLGHQFH WR VXSSRUW D ILJXUH WKDW YDULHV

IURP WKH FXUUHQW ���� )RU H[DPSOH� PDQ\ ZLUHOHVV SODQV LQFOXGH D EXQGOH RI PLQXWHV �H�J��

��� SHDN PLQXWHV SOXV ���� RII�SHDN PLQXWHV� IRU ������ SHU PRQWK� WKDW LQFOXGH ORFDO DQG

ORQJ GLVWDQFH FDOOLQJ� ,W LV YLUWXDOO\ LPSRVVLEOH WR GHWHUPLQH ZKDW SHUFHQWDJH RI WKDW EXQGOH

VKRXOG EH DOORFDWHG WR LQWHUVWDWH FDOOV� PXFK OHVV LQWHUVWDWH UHYHQXHV� )XUWKHU� ZKLOH WKHUH LV

QR GRXEW WKDW ZLUHOHVV FDOOLQJ YROXPHV KDYH H[SDQGHG RYHU WKH SDVW WKUHH \HDUV� LW FDQQRW EH

GHWHUPLQHG WKDW LQWHUVWDWH YROXPH DV D SHUFHQWDJH RI WRWDO YROXPH KDV FKDQJHG� )LQDOO\� HYHQ

DVVXPLQJ DUJXHQGR WKDW LQWHUVWDWH YROXPH KDV LQFUHDVHG DV D SHUFHQWDJH RI WRWDO FDOO YROXPH�

VLQFH WKH SULFH RI ORQJ GLVWDQFH FDOOLQJ KDV FOHDUO\ GHFUHDVHG VLQFH WKH ���� :LUHOHVV 6DIH

+DUERU 2UGHU ZDV LVVXHG� LW LV IDU IURP FHUWDLQ WKDW ZLUHOHVV LQWHUVWDWH UHYHQXHV KDYH LQFUHDVHG

DV D SHUFHQWDJH RI WRWDO WHOHFRPPXQLFDWLRQV UHYHQXHV��� ,Q VXPPDU\� WKHUH LV QR HYLGHQFH

6DIH +DUERU 2UGHU��� 7KH DOORFDWRU LV FXUUHQWO\ ��� IRU FHOOXODU DQG 3&6 SURYLGHUV� ��� IRU
SDJLQJ SURYLGHUV� DQG �� IRU FHUWDLQ 605 SURYLGHUV�
�� &LQJXODU &RPPHQWV DW �� $7	7 :LUHOHVV &RPPHQWV DW ���� 1H[WHO &RPPHQWV DW ���
9HUL]RQ :LUHOHVV DW �� 6SULQW &RPPHQWV DW ��
�� 6%& &RPPHQWV DW ��� :RUOG&RP &RPPHQWV DW ���
�� 9HUL]RQ :LUHOHVV DW ���� &LQJXODU DW ����
�� 6HH $7	7 :LUHOHVV &RPPHQWV DW ��
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WKDW WKH ZLUHOHVV DOORFDWRU RI ��� VKRXOG EH FKDQJHG� :LWKRXW DQ\ HYLGHQFH� WKH

&RPPLVVLRQ KDV QR UDWLRQDO EDVLV WR FKDQJH WKH DOORFDWRU�

%� 6LQFH WKH EURDGHQHG XVH RI LQWHUVWDWH DOORFDWRUV LV DQ RULJLQDO FRQFHSW LQ

WKLV GRFNHW� LW ZDV QRW DGGUHVVHG LQ WKH FRPPHQWV�

%HFDXVH 6SULQW
V SURSRVDO WR DSSO\ WKH DOORFDWRU PHFKDQLVP WR ZLUHOLQH FDUULHUV LV

DQ RULJLQDO FRQFHSW� WKHUH DUH QR VSHFLILF FRPPHQWV RQ WKLV SURSRVDO WR ZKLFK ZH FDQ

UHVSRQG� +RZHYHU� PDQ\ FRPPHQWLQJ SDUWLHV SURYLGHG DUJXPHQWV WKDW VXSSRUW WKH QHHG IRU

DQ DOORFDWRU� 6SHFLILFDOO\� $G +RF SRLQWV RXW WKH GLIILFXOW\ LQ GHWHUPLQLQJ MXULVGLFWLRQDO

GLVWLQFWLRQV EHWZHHQ ERWK WUDIILF DQG VHUYLFHV��� 7KXV� DQ LQWHUVWDWH DOORFDWRU LV XVHIXO IRU

ZLUHOLQH FDUULHUV� LQ DGGLWLRQ WR :LUHOHVV FDUULHUV�

,;� 6SULQW
V SURSRVDO LV DGDSWDEOH WR FKDQJHV LQ WKH PDUNHWSODFH�

7KH FRQFHSWV DGYDQFHG E\ 6SULQW DUH IOH[LEOH HQRXJK WR DGDSW DV WKH

WHOHFRPPXQLFDWLRQV PDUNHW FKDQJHV� )RU H[DPSOH� LI WKH &RPPLVVLRQ UHTXLUHV FDEOH

WHOHYLVLRQ SURYLGHUV ZKR RIIHU WHOHFRPPXQLFDWLRQV VHUYLFHV ��&73V�� WR FRQWULEXWH WR WKH

IXQG� WKHVH SURYLGHUV FRXOG HDVLO\ EH LQFRUSRUDWHG DV D VHSDUDWH FDUULHU VHJPHQW� 7KH

&RPPLVVLRQ ZRXOG GHYHORS DQ LQWHUVWDWH DJJUHJDWRU IRU WKH &73V� DQG WKH &73V ZRXOG

UHSRUW WR 86$& WKHLU OLQH FRXQW DQG WRWDO WHOHFRPPXQLFDWLRQV UHYHQXHV� 86$& ZRXOG

DVVLJQ D SHU�OLQH FKDUJH WR WKH &73V ZKR ZRXOG DVVHVV LW WR WKHLU WHOHFRPPXQLFDWLRQV

FXVWRPHUV DQG UHPLW WKHLU FROOHFWLRQV WR WKH IXQG� ,Q HIIHFW� WKH &73V ZRXOG ILW QHDWO\ LQWR

WKH SURFHVV�

,QWHUQHW WHOHSKRQ\ SURYLGHUV ��,73V�� DUH DQRWKHU JURXS WKDW WKH &RPPLVVLRQ PD\

VRPHGD\ LQFOXGH DV FRQWULEXWRUV WR WKH IXQG� $JDLQ� 6SULQW
V SURSRVHG SURFHVV FDQ DGDSW WR

LQFOXGH ,73V� /LNH WKH &73V� ,73V ZRXOG EH DVVLJQHG DQ LQWHUVWDWH DOORFDWRU� RU SUR[\� WR

�� $G +RF &RPPHQWV DW ������
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GHWHUPLQH WKHLU LQWHUVWDWH UHYHQXHV� $VVXPLQJ WKDW ,73V XVH WKH VDPH FRQQHFWLRQ DV RWKHU

ZLUHOLQH SURYLGHUV� ,73 LQWHUVWDWH UHYHQXHV ZRXOG EH DGGHG WR WKH ZLUHOLQH LQGXVWU\

REOLJDWLRQ IRU UHFRYHU\ WKURXJK WKH ZLUHOLQH SHU�OLQH DVVHVVPHQW� ,I FRQVXPHUV ZHUH

HIIHFWLYHO\ VXEVWLWXWLQJ ,3 WHOHSKRQ\ IRU WUDGLWLRQDO LQWHUVWDWH ORQJ GLVWDQFH FDOOLQJ� WKH

ZLUHOLQH SRUWLRQ RI WKH IXQG� DQG FRUUHVSRQGLQJO\ DVVHVVPHQWV RQ FRQVXPHUV� ZRXOG VHH

OLWWOH RU QR FKDQJH�

6RPH FRPPHQWHUV DGYRFDWHG WKDW WKH &RPPLVVLRQ UHTXLUH &73V DQG�RU ,73V WR

FRQWULEXWH WR WKH IXQG��� 6SULQW DJUHHV WKDW WKLV LVVXH VKRXOG EH DGGUHVVHG DW VRPH SRLQW�

+RZHYHU� IRU SXUSRVHV RI WKLV GRFNHW� WKH &RPPLVVLRQ
V LPPHGLDWH JRDO VKRXOG EH WR IL[ WKH

IXQGDPHQWDO SUREOHPV WKDW DUH FXUUHQWO\ KDPSHULQJ WKH V\VWHP� 2QFH WKH &RPPLVVLRQ KDV

VLPSOLILHG DGPLQLVWUDWLRQ RI WKH IXQG LQ D FRPSHWLWLYHO\ QHXWUDO PDQQHU� LW VKRXOG WKHQ

DGGUHVV QRQ�WUDGLWLRQDO LVVXHV DQG SDUWLHV�

;� 0LVFHOODQHRXV LVVXHV�

$� 6SULQW VXSSRUWV FRPPHQWV VXJJHVWLQJ WKDW WKH ODQJXDJH XVHG WR GHVFULEH

WKH OLQH LWHP VXUFKDUJH EH VKRUWHQHG DQG DEEUHYLDWHG�

'XH WR FRQVWUDLQWV LQ ELOOLQJ� 6SULQW LV RQO\ DEOH WR SURYLGH �� FKDUDFWHUV SHU OLQH RQ

LWV ELOOV� 7KHUHIRUH� 6SULQW DJUHHV ZLWK :RUOG&RP WKDW WKH OLQH LWHP GHVFULSWLRQ VKRXOG EH

VKRUWHQHG� DQG WKDW FDUULHUV VKRXOG EH SHUPLWWHG WR DEEUHYLDWH DV QHFHVVDU\ ZLWKRXW FORXGLQJ

WKH PHDQLQJ RI WKH IHH��� )RU H[DPSOH� WKH WHUP �)HG
O 8QLYHUVDO 6YFH )HH� VKRXOG EH

DFFHSWDEOH�

%� 6SULQW VXSSRUWV FRPPHQWV SHUPLWWLQJ :LUHOHVV FDUULHUV WR ILOH D

FRQVROLGDWHG UHSRUW FRYHULQJ WKHLU UHVSHFWLYH OLFHQVHV�

�� 6%& &RPPHQWV DW ��� 867$ &RPPHQWV DW ����
�� 6HH :RUOG&RP &RPPHQWV DW ���
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)LQDOO\� 6SULQW DJUHHV ZLWK 9HUL]RQ :LUHOHVV WKDW QDWLRQDO :LUHOHVV FDUULHUV ZLWK

PXOWLSOH OLFHQVHV VKRXOG EH SHUPLWWHG WR ILOH RQH FRQVROLGDWHG XQLYHUVDO VHUYLFH UHYHQXH

UHSRUW RQ EHKDOI RI LWVHOI DQG WKH OLFHQVHHV��� 7KLV ZRXOG OLJKWHQ DGPLQLVWUDWLYH WDVNV IRU ERWK

WKH FDUULHUV DQG 86$&�

;,� &RQFOXVLRQ�

$V VWDWHG LQ 6SULQW
V &RPPHQWV� WKH SODQ SURSRVHG E\ 6SULQW VROYHV WKH PDMRU

SUREOHPV FXUUHQWO\ DIIOLFWLQJ WKH IHGHUDO XQLYHUVDO VHUYLFH IXQG� 6SULQW
V DSSURDFK EULQJV D

EDODQFHG VROXWLRQ WR WKHVH SUREOHPV� 6SULQW
V SURSRVDO LV DGDSWDEOH WR FKDQJHV LQ WKH

PDUNHWSODFH� FRPSHWLWLYHO\ QHXWUDO DQG VLPSOH WR DGPLQLVWHU� DV UHTXLUHG E\ WKH &RPPLVVLRQ�

1R FRPPHQWV ILOHG LQ WKLV GRFNHW UDLVH DQ\ VHULRXV IODZV WKDW LPSDFW 6SULQW
V SURSRVDO� 7KH

&RPPLVVLRQ VKRXOG DSSURYH 6SULQW
V SURSRVDO WR UHIRUP WKH IHGHUDO XQLYHUVDO VHUYLFH

FROOHFWLRQ DQG FRQWULEXWLRQ SURFHVV�

5HVSHFWIXOO\ VXEPLWWHG�

635,17 &25325$7,21
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,� -R\FH :DONHU� KHUHE\ FHUWLI\ WKDW RQ WKH �WK GD\ RI -XO\ ����� , IRUZDUGHG WR WKH
SDUWLHV OLVWHG EHORZ D FRS\ RI WKH IRUJRLQJ 5HSO\ &RPPHQWV RI 6SULQW &RUSRUDWLRQ�
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